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DECISION NO

IN THE MATTER OF THE APPLICATION OF
FRONTIER COMMUNICATIONS OF AMERICA
INC.. FOR APPROVAL OF A CERTIFICATE OF
CONVENIENCE AND NECESSITY TO PROVIDE
FACILITIES BASED LOCAL EXCHANGE
TELECOMMUNICATIONS SERVICES OPINION AND ORDER

1 0

DATE OF HEARING November 20. 2007

Phoenix. ArizonaPLACE OF HEARING

ADMINISTRATWE LAW JUDGE Yvette B. Kinsey

APPEARANCES
1 4

Mr. Jeffrey W. Crockett, SNELL & WILMER, L.L.P
on behalf of Applicant, and

Mr. Chris tophe r C. Ke e le y, Chie f Couns e l,  Le ga l
Division. on behalf of the Utilit ies Division of the
Arizona Corporation Commission

17

18 On February 20, 2007, Frontier Communications of America, Inc. ("Frontier" or "Applicant")

19 submitted to the Arizona Corporation Commission ("Commission") an application for a Certificate of

20 Convenience and Necessity ("Certificate") to provide facilities-based local exchange

21 telecommunications services in Arizona

22 On March 20, 2007, the Commission's Utilit ies Division ("Start") filed a Letter of

23 Insufficiency and first set of data requests in this matter

On April 12, 2007, Frontier tiled its response to the data request

On September 7, 2007, Staff filed its Staff Report recommending approval of Frontier's

26 application

27 By Procedural Order issued October ll, 2007, the hearing in the matter was scheduled to

28 begin on November 20, 2007, and other procedural deadlines were established

BY THE COMMISSION
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1 On Nove mbe r 9, 2007, Frontie r docke te d its  Affida vit of Publica tion.

2

3

On November 15, 2007, Frontie r filed a  Notice  of Appea rance  of Couns e l.

O n  No ve m b e r 2 0 ,  2 0 0 7 ,  a  fu ll p u b lic  h e a rin g  wa s

4

5

6

h e ld  b e fo re  a  d u ly a u th o riz e d

Adminis tra tive  La w J udge  of the  Commis s ion a t its  office s  in P hoe nix, Arizona . The  Applica nt a nd

S ta ff a ppe a re d through couns e l a nd pre s e nte d e vide nce  a nd te s timony. No me mbe rs  of the  public

a ppe a re d to give  public comme nts  in this  ma tte r. At the  conclus ion of the  he a ring the  ma tte r wa s

7 ta ke n  unde r a dvis e me nt pe nding  s ubmis s ion  of a  Re comme nde d  Opin ion  a nd  Orde r o f the

8 Commiss ion.

9 * * * * * * * * * *

10 Ha ving cons ide re d the  e ntire  re cord he re in a nd be ing fully a dvis e d in the  pre mis e s , the

11 Commiss ion finds , concludes , and orders  tha t:

12 FINDING S  O F FACT

13 1

15

Frontie r wa s  initia lly gra nte d a uthority to provide  re s old long dis ta nce  in Arizona  in

14 Commis s ion Decis ion No. 65105 (Augus t 22, 2002).

On Fe brua ry 18, 2003, in Commis s ion De cis ion No. 65644, Frontie r wa s  gra nte d

16 approva l to merge  with Citizens  Te lecommunica tions  Company ("Citizens ").

Fron tie r is  a  fo re ign  C c o rpora tion  inc o rpora te d  in  the  S ta te  o f De la wa re  a nd

18 authorized to transact bus ines s  in Arizona .

17

19 Frontie r curre ntly provide s  re s old long dis ta nce  s e rvice s  in Arizona  a nd 23 othe r

20 states.

21

22

23

24

25

On Fe brua ry 20, 2007, Frontie r file d a n a pplica tion for a  CC&N to provide  fa cilitie s

based loca l exchange  te lecommunica tions  s ervices  in the  S ta te  of Arizona . The  applica tion a lso seeks

a  de termination tha t its  proposed services  be  clas s ified as  competitive .

S ta ff recommends  approva l of Frontie r's  applica tion for a C C &N and its  pe tition for a

de termination tha t its  proposed te lecommunica tions  services  should be  clas s ified as  competitive .

26

27

S ta ff further recommends tha t:
a .) Frontie r comply with a ll Commis s ion Rule s , Orde rs , a nd othe r re quire me nts

re levant to the  provis ion of intras ta te  te lecommunica tions  se rvices ,
Frontie r a bide  by the  qua lity s e rvice  s ta nda rds  tha t we re  a pprove d by the28 b.)
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1 c.)

2

3 d.)

4 e.)

5
f-)
8.)6

7

8
h.)

9
i.)

1 0 j.)

1 1

1 2
k.)

Commiss ion for Qwe s t in Docke t No. T-0105lB-93-0183,
Frontie r be  prohibited from barring access  to a lte rna tive  loca l exchange  se rvice
provide rs  who wish to se rve  a re a s  whe re  Frontie r is  the  only provide r of loca l
exchange  se rvice  facilitie s ,
Frontie r be  re quire d to notify the  Commis s ion imme dia te ly upon cha nge s  to
Frontie r's  name address  or te lephone  number,
Frontie r coope ra te  with Commis s ion inve s tiga tions  including, but not limite d
to cus tomer compla ints ,
Frontie r's  ra te s  be  cla ss ified as  compe titive ,
Although S ta ff cons ide re d  the  fa ir va lue  ra te  ba s e  ("FVRB") informa tion
submitte d by Frontie r, the  fa ir va lue  informa tion provide d should not be  give n
substantia l we ight in this  ana lys is ,
Frontie r offe r Ca lle r ID with the  ca pa bility to  toggle  be twe e n blocking a nd
unblocking the  transmission of the  te lephone  number a t no charge ,
Frontie r offe r La s t Ca ll Re turn s e rvice  tha t will not re turn ca lls  to te le phone
numbers  tha t have  the  privacy indica tor activa ted,
Frontie r be  a uthorize d to provide  loca l e xcha nge  se rvice  to cus tome rs  only in
se rvice  a reas  outs ide  of those  sewed by its  incumbent loca l exchange  ca rrie rs
("ILEC") a ffilia te s  in Arizona , a nd
Frontie r be  authorized to discount its  ra te s  and se rvice  cha rges  to the  margina l
cos t of providing the  se rvices .

1 3 S ta ff furthe r re comme nds  tha t Frontie r comply with the  following conditions , within

1 4 the  time fra me s  outline d be low, or Frontie r's C C &N should be  cons ide re d null a nd void, a fte r due

15 proce s s .

1 6

1 7

1 8

1 9

Tha t Frontie r docke t conforming ta riffs  for e a ch s e rvice  within  its C C &N

within 365 da ys  from the  da te  of a n Orde r in  this  ma tte r or 30 da ys  prior to  providing s e rvice ,

whicheve r comes  firs t. The  ta riffs  submitted to the  Commiss ion should coincide  with the  applica tion

and sta te  tha t Frontier does not collect advances, deposits  and/or prepayments from its  customers.

20 Frontie r s ha ll:

a .
2 1

22

P rocure  a  pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit
equa l to $100,000. The  minimum pe rformance  bond or the  irrevocable
s ight dra ft le tte r of credit amount of $100,000 should be  increased if a t
a ny time  it would be  ins ufficie nt to cove r a dva nce s , de pos its , a nd/or
pre pa yme nts  colle cte d from Frontie r's  cus tome rs . The  pe rforma nce
bond  o r irre voca b le  s igh t d ra ft le tte r o f c re d it a mount s hou ld  be
incre a se d in incre me nts  of $50,000. This  incre a se  should occur whe n
the  tota l amount of the  advances , depos its , and prepayments  is  within
$10,000 of the  pe rformance  bond or the  irrevocable  s ight dra ft le tte r of
credit amount
Docke t proof of the  pe rforma nce  bond or irre voca ble  s ight dra ft le tte r
of credit within 365 days  of the  e ffective  da te  of an Orde r in this  ma tte r
or 30 days  prior to the  provis ion of se rvice , whicheve r comes  firs t. The

DECIS ION NO
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a

1
pe rforma nce  bond or the  irre voca ble  s ight dra ft le tte r of cre dit mus t
rema in in e ffect until furthe r orde r of the  Commiss ion.

2 Technica l Capabilitie s

3

5 10.

6

7

Frontie r has  been granted authority, but has  not ye t begun to provide , facilitie s  based

4 loca l e xcha nge  se rvice s  in Ca lifornia , Ida ho, Monta na , Nevada and Oregon.

Frontie r's  witness  te s tified tha t the  key pe rsonne l for Frontie r have  a  combined tota l of

ove r 120 ye a rs  e xpe rie nce  in the  te le communica tions  indus try. (Tr. Pg. 20, line s  20-25 a nd Pg. 21,

lin e s  l-1 4 )

l l .8

9

10

11 12.

12 13.

13

14

Frontie r is  s e e king  a u thority to  p rovide  loca l e xcha nge  with in  a ll o f the  Qwe s t

te nitorie s  in Arizona , but Frontie r will initia lly confine  its  ope ra tions  to the  Qwe s t e xcha nge s  in

Cottonwood, Flagsta ff, Joseph City, Payson, Prescott, Sedona , Williams and Winslow.

Frontie r plans  to provide  loca l exchange  se rvices  to res identia l customers .

Frontie r ha s  four a ffilia te s  ope ra ting in Arizona , including thre e  rura l incumbe nt loca l

exchange carriers  and one  commercia l mobile  radio service  provider. 1

14.

15

Ba se d on Frontie r's  e xpe rie nce  in the  te le communica tions  indus try, Frontie r ha s  the

te chnica l ca pa bilitie s  to  provide  the  te le communica tions  s e rvice s  it is  re que s ting to provide  in

1 6  Ariz o n a .

17 Fin a n c ia l Ca p a b ilit ie s

18 15.

19 16.

20

21

22

23

Frontie r will re ly on the  financia l re sources  of its  pa rent company, Citizens .

Frontie r provided Ba lance  and Income  S ta tements  for the  yea r ending December 31,

2006, which s howe d tota l a s s e ts  of $4,414,365, tota l s ha re owne r's  e quity of $8,810,833 a nd ne t

income  of $375,424. For the  s a me  time fra me , Citize ns  s howe d tota l a s s e ts  of $6.8 billion, tota l

Sha reowners ' equity of $1.1 billion and ne t income  of $345 million.

Frontie r's  propose d ta riff s ta te s  it will not colle ct de pos its  or a dva nce s  from its  loca l17.

25

24 exchange customers .

18 , All CC&Ns for facilitie s -based loca l exchange  se rvice  mus t be  secured by a  minimum

26

27

28

1 Frontier's three rural ILE Cs are: Citizens Utilities Rural Company, db Frontier Citizens Utilities Rural, Citizens
Telecommunications Company of the White Mountains, db Frontier Corrimunications of the White Mountains, and
Navajo Communications Company, Inc. Frontier and the four affiliates are subsidiaries of Citizens.

4 DECIS ION NO.
70195
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1 bond or irre voca ble  s ight dra ft le tte r of cre dit in the  a mount of $100,000.

2 1 9 .

3

In its application, Frontier stated it was not willing to post the $100,000 minimum

bond. At hearing, Frontier modified its response, stating it concurred with Staffs recommendation

4

5

6 20.

7

8

9 21.

1 0

1 1

1 2

1 3

1 4

concerning posting a performance bond within 30 days before commencing service or within one

year, whichever comes first. (Tr. Pg. 16, lines 1-25)

During the hearing, Staff submitted a proposed change to the language of its

performance bond recommendation. Staff's proposed change would require Frontier to post its

performance bond within 30 days of a decision in this matter.

Frontier's witness testified that the company should not have to post a bond within 30

days of the decision in this matter because Frontier doesn't plan to begin operations until the second

quarter 2008. Frontier further argued Staff"s change would require the company to post a bond even

before it has its first customer, and that Citizens is a responsible organization and due to its

operations as well as Frontiers operations in Arizona, the requirement to post a bond within 30 days

of a decision in this matter, is inappropriate. (Tr. Pg. 17, lines 1-25 and Pg. 18, lines 1-6) The

1 5 witness further stated that  the requirement to post  the bond was inconsistent with Staffs

16 re com m e nda tion  tha t F rontie r file  its  ta riffs  30  da ys  prior to  s e wing its  firs t cus tom e r.  (Tr.  P g .  26 ,

17 line s  6-16)

22.18

19

20

2 1

22

S ta ffs  witne s s  te s tifie d  tha t a lthough  S ta ff wa s  a wa re  tha t its  re c om m e nda tion  d id

s plit the  tim ing be twe e n the  pos ting of the  bond a nd the  filing of the  ta riff,  S ta ff be lie ve s  the  pos ting

of the  bond give s  a dditiona l s e curity for cus tom e rs  who m a y not ha ve  a lte rna tive s . (Tr. P g. 34, line s

1-25 a nd pg. 35, line s  1-12)

23. S ta ffs  a m e n d e d  la n g u a g e  re q u irin g  F ro n t ie r  to  p o s t  a  b o n d  with in  3 0  d a ys  o f a

23 de cis ion in this  ma tte r is  cons is te nt with prior Commiss ion de cis ions  a nd should be  a dopte d.2

P urs ua nt to  Arizona  Adm inis tra tive  Code  ("A.A.C.") R-14-2-1107,  if F rontie r de s ire s

25 to  d is c on tinue  s e rv ic e  in  Ariz ona  it  m us t file  a n  a pp lic a tion  with  the  Com m is s ion ,  a nd  no tify its

24 24.

26

27

28

2 In Commission Decision No. 69240 (January 19, 2007), 360Networks (USA), Inc., application was conditionally
granted to provide facilities based local exchange telecommunications services in Arizona, subject to the Applicant
procuring either a performance bond or irrevocable sight draft letter of credit within 30 days of the effective date of the
Decision.

5 DECISION NO. 70195
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1

2

3

cus tome rs  a nd the  Commiss ion s ixty (60) da ys  prior to filing the  a pplica tion to discontinue  se rvice .

Furthe r, Frontie r's  fa ilure  to me e t the  re quire me nts  of the  rule  will re sult in a  forfe iture  of Frontie r's

performance  bond or s ight dra ft le tte r of cre dit.

4 Rates and Charges

5 25. P urs ua nt to A.A.C. R14-2-l109, Frontie r ma y cha rge  ra te s  for s e rvice  tha t a re  not le s s

6 than its  tota l s e rvice  long-run incrementa l cos ts  of providing s e rvice .

F ron tie r 's  p rop os e d  ra te s  a re  fo r c om p e titive  s e rvic e s .

8 compe titive  s e rvices  a re  not s e t according to the  ra te  of re turn regula tion.

7 26. In  g e n e ra l,  ra te s  fo r

9
I

27. Frontie r will ha ve  to  com pe te  with  ILE Cs  a nd va rious  CLECs  curre ntly p roviding

10 loca l exchange  s e rvice .

Ba s e d on the  compe titive  e nvironme nt tha t Frontie r will be  ope ra ting in, it will not be

12 a ble  to e xe rt a ny ma rke t powe r a nd the  compe titive  proce s s  s hould re s ult in ra te s  tha t a re  jus t a nd

11 28.

13 reasonable .

14 29.

16 30.

17

Give n the  compe titive  ma rke ts  in which Frontie r will ope ra te , Frontie r's  FVRB is  too

15 s mall to be  us e ful in a  fa ir va lue  ana lys is .

Frontie r docke ted an upda ted ta riff on this  ma tte r.

Frontie r's  propos e d ra te s , a s  the y a ppe a r in its  upda te d ta riff a re  jus t a nd re a s ona ble31.

18 and should be  approved.

19 Lo ca l Exch an g e  Carrie r Sp ec ific  Is s u es

20 32.

21 33.

Frontie r plans  to s e rve  only re s identia l loca l exchange  cus tomers .

P urs ua nt to  A.A.C . R14-2-l308(A) a nd fe de ra l la ws  a nd rule s , Frontie r will m a ke

22

23

24

25

26

numbe r porta bility a va ila ble  to fa cilita te  the  a bility of cus tome rs  to s witch be twe e n a uthorize d loca l

ca mle ts  within a  give n wire  ce nte r without cha nging the ir te le phone  numbe r a nd without impa irme nt

to qua lity, functiona lity, re lia bility or conve nie nce  of us e .

34. In complia nce  with A.A.C. R14-2-1204, a ll te le communica tions  s e rvice  provide rs  tha t

inte rconne ct into the  public s witche d ne twork s ha ll provide  funding for the  Arizona  Unive rs a l Fund

28

27 ("AUSF").

35. Frontie r will contribute  to the  AUS F a s  re quire d by the  A.A.C., a nd s ha ll m a ke  the

70195
s/h/ykinsey/telecom/order/070108o&o 6 DECISION NO.
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3

4

5

1 necessa ry monthly payments  as  required under A.A.C. R14-2-1204(B)

36. In Commiss ion De cis ion No. 59421 (De ce mbe r 20, 1995) the  Commiss ion a pprove d

qua lity of s e rvice  s ta nda rds  for Qwe s t which impos e d pe na ltie s  due  to a n uns a tis fa ctory le ve l of

s e rvice . In this  ma tte r, Frontie r doe s  not ha ve  a  s imila r his tory of s e rvice  qua lity proble ms , a nd

therefore  the  pena lties  in tha t decis ion should not apply

In the  a re a s  whe re  Frontie r is  the  only loca l e xcha nge  s e rvice  provide r, Frontie r is

7 prohibite d from ba rring a cce ss  to a lte rna tive  loca l e xcha nge  se rvice  provide rs  who wish to se rve  the

37.

8 area .

9 38.

11 39.

12

Frontie r will provide  a ll cus tome rs  with 911 a nd E911 se rvice  whe re  a va ila ble , or will

10 coordina te  with ILE Cs , and emergency se rvice  provide rs  to facilita te  the  se rvice .

P urs ua nt to  prior Commis s ion De cis ions , Frontie r ma y offe r cus tome r loca l a re a

s igna ling s e rvice s  such a s  Ca lle r ID a nd Ca ll Blocking, so long a s  the  cus tome r is  a ble  to block or

unblock each individua l ca ll a t no additiona l cos t.13

14 40. Frontie r mus t a ls o offe r La s t Ca ll Re turn s e rvice , which will not a llow the  re turn of

15 ca lls  to the  te lephone  numbers  tha t have  the  privacy indica tor activa ted.

16 41. Frontie r's  witne s s  te s tifie d tha t Frontie r will not be  providing loca l phone  s e rvice  in

17

18

a ny a re a  in Arizona  tha t is  curre ntly se we d unde r the  CC&N he ld by a ny of its  a ffilia te d ILE Cs . (Tr.

Pg. 15, lines  9-17)

19 Co mp la in t In fo rma tio n

20 42.

21 43.

22 44.

23 45.

24 46.

Frontie r has  not had an applica tion for se rvice  denied, or revoked, in any s ta te .

Frontie r has  no outs tanding compla ints  in Arizona .

Frontie r has  not had any formal compla ints  aga ins t it.

Frontie r ha s  not had any civil or crimina l proceeding filed aga ins t it.

None  of Frontie r's  office rs , dire ctors  or pa rtne rs  ha ve  be e n involve d in a ny civil or

25 crimina l inve s tiga tions , or a ny forma l or informa l compla ints .

26 47. None  of Frontie r's  office rs , dire ctors  or pa rtne rs  ha ve  be e n convicte d of a ny crimina l

27 acts  in the  pas t ten (10) yea rs .

28

DECIS ION NO.
70195
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1 Competitive  Services  Analvs is

2 48. Frontie r has  reques ted tha t its  te lecommunica tions  se rvices  in Arizona  be  class ified as

3

4

5

6

7

8

compe titive . Frontie r's  propos e d s e rvice s  s hould be  cla s s ifie d a s  compe titive  be ca us e  the re  a re

a lte rna tives  to Frontie r's  se rvice s , ILE Cs  hold a  virtua l monopoly in loca l marke ts , Frontie r will have

to convince  cus tome rs  to purcha se  its  s e rvice s , Frontie r ha s  no a bility to a dve rse ly a ffe ct the  loca l

exchange  service  marke t as  severa l CLECs and ILE Cs provide  loca l exchange  sewicesg and Frontie r

the re fore  will have  no marke t power in those  loca l exchange  marke ts  whe re  a lte rna tive  provide rs  to

te lecommunica tions  se rvices  exis ts .

9 49. Staff' s  recommendations as modified herein are  reasonable  and should be adopted.

1 0 50. The  ra tes  proposed by this  filing a re  for competitive  se rvices .

1 1 CONCLUS IONS  OF LAW

1 2 Applica nt is  a  public s e rvice  corpora tion within the  me a ning of Article  XV of the

The  Commis s ion  ha s  ju ris d ic tion  ove r Applica n t a nd  the  s ub je ct ma tte r o f the1 4

15 applica tion.

1 6

1 7

1 9

Notice  of the  applica tion was  given in accordance  with the  law.

18 CC&N to provide  compe titive  te lecommunica tions  se rvices .

P urs ua nt to Article  XV of the  Arizona  Cons titution, a s  we ll a s  the  Arizona  Re vis e d

20

2 1

Applica nt is  a  fit a nd  prope r e n tity to  re ce ive  a  CC&N a uthoriz ing  it to  provide

23 compe titive  facilitie s -based loca l exchange  te lecommunica tions  se rvices  in Arizona , subject to S ta ffs

22

Sta tute s , it is  in the  public inte re s t for Applicant to provide  the  te lecommunica tions  se rvices  se t forth

in its  a pplica tion.

6.

24 re comme nda tions  se t forth he re in.

25 The  te le communica tions  s e rvice s  tha t Applica nt inte nds  to provide  a re  compe titive

26  with in  Arizona .

P ursua nt to Article  XV of the  Arizona  Cons titution a s  we ll a s  the  Compe titive  Rule s ,

28 it is  jus t and reasonable  and in the  public inte re s t for Applicant to e s tablish ra te s  and cha rges  tha t a re

27

70195.~- 1-
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1

2

3

not le s s  tha n the  Applica nt's  tota l s e rvice  long-run incre m e nta l cos ts  of p roviding  the  com pe titive

services  approved here in

9 Sta ff recommendations , a s  modified here in, a re  reasonable  and should be  adopted

4

6

7

8

9

10

13

14

15

17

18

19

20

21

22

23

IT IS  THEREFORE ORDERED tha t the  a pplica tion of Frontie r Communica tions  of Ame rica

Inc., for a  Ce rtifica te  of Conve nie nce  a nd Ne ce s s ity for a uthority to provide  compe titive  fa cilitie s

ba s e d loca l e xcha nge  te le communica tions  s e rvice s  within the  S ta te  of Arizona  is  he re by gra nte d

s ubje ct to  S ta ff"s  conditions  in  Findings  of Fa cts  No. 7  a nd 8 a nd a s  s e t forth  in  the  following

Ordering paragraphs

IT IS  FURTHER ORDERED tha t Frontie r Communica tions  of Ame rica , Inc., sha ll procure  a

l l pe rformance  bond or irrevocable  s ight dra ft le tte r of credit in the  amount of $100,000

IT IS  FURTHER ORDERED tha t Frontie r Communica tions  of Ame rica , Inc., s ha ll file  the

origina l pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit with the  Commiss ion's  Bus ine ss

Office  a nd copie s  of the  pe rforma nce  bond or irre voca ble  s ight dra ft le tte r of cre dit with Docke t

Control, a s  a  compliance  item in this  docke t, within 30 days  of the  e ffective  da te  of this  Decis ion

IT IS  FURTHER ORDRED tha t if Frontie r Communica tions  of Ame rica , Inc., fa ils  to comply

with the  time frames  lis ted above , the  Ce rtifica te  of Convenience  and Necess ity granted he re in sha ll

be  considered null and void after due  process

IT IS  FURTHER ORDERED tha t Frontie r Communica tions  of Ame rica , Inc's ., pe rforma nce

bond or irre voca ble  s ight dra ft le tte r of cre dit s ha ll re ma in  in  e ffe ct until furthe r Orde r of the

Commiss ion, and the  Commiss ion may draw on the  pe rformance  bond or irrevocable  s ight dra ft le tte r

of cre dit. on be ha lf of, a nd for the  s ole  be ne fit of the  cus tome rs  of Frontie r Communica tions  of

Ame rica . Inc.. if the  Commiss ion finds , in its  dis cre tion, tha t Frontie r is  in de fa ult on its  obliga tions

24 a ris ing from its  Ce rtifica te  of Convenience  and Neces s ity
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